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PTI Brochure

A Message From The President
Stephen Metelits

For those of you who missed the Practitioners
Forum, you missed another well organized event run by
Ron Powell. The IRS was there and did what the IRS
usually does. For thefirst timein several years, arepre-
sentative from the NC Department of Revenue spoke
with us. She agreed with many of the suggestions we
made, but she said the department just didn't have
| Stephen Metelits | enough money to implement them. For example, while
other states are beginning to accept electronically filed business tax returns,
we won't for at least afew years because the department doesn't have the
funds to pay for the programming necessary to do this job.

As President, | have now visited or am scheduled to visit almost every
Chapter. While my topic this year is North Carolinaincome tax credits, |
manage to change the talk each time | giveit.

| encourage you to take some tax classes. Congress still isin session
and may make last minute law changes like they did last year, but thereis
enough that already has changed since last year to make going to class neces-
sary. Itisnot too lateto enroll in the PTI or NC State Tax Schools.

This may be a bit early, but | want everyone to know that there will be
ameeting of the Board of Directors on Saturday, May 10, 2008. All NCSA
members are invited to attend. The meeting will take place at the NC Zoo. If
you are not already a Zoo member, we will get you in at a group rate, so bring
the family. We are preparing a package that will include apicnic lunch. So
mark the date on your calendar now (if you don't have a 2008 calendar, let me
know as | have plenty).

REGISTER NOW

PTI 2007 Tax Conferences

Greensboro (Nov 13 & 14)
Myrtle Beach (Nov 15 & 16)
Charlotte (Dec 12 & 13)




Chapter News

Charlotte

The Chapter met on October 22 at Captain’s Galley Restaurant in Matthews. Lee Ezell shared ques-
tions and answers given by the North Carolina representative at the Practitioner’ s Forum. Pat Wiley distrib-
uted copies and explained use of several useful forms to help enhance members' practices. There were 11
members and 2 guests present.

Ann Dilley, Chapter secretary moved away. There were no volunteers for the secretary position.

Jense Creighton will present aNCSA Chapter meeting in December on Ethics. Time and location to
be announced. Thiswill be a CPE event for the Chapter and any Enrolled Agents.

The Christmas party will be at the home of Jense Creighton on December 10.
Central

The October meeting was alegidative dinner on October 22, at 6:00 pm at the Koury Center. There
were 6 chapter members and 24 guests present. Legislative members attending included: Senator Katie
Dorsett, Representative Maggie Jeffus, Representative Patricia Hurley, Senator Jerry Tillman, Representa-
tive Bryan Holloway, Representative Dale Folwell, Greensboro District 1 City Councilwoman Diane
Bellamy-Small, and former Senator Hugh Webster.

The November meeting will be on Monday, November 26, 6:00 pm, at Stephanies I in Greensboro.
NCSA President Stephen Metelits will speak on NC Tax Credits.
Cape Fear

The meeting was held on Monday, October 22, with 15 members and 3 guests attending. Jense
Creighton spoke on NCSA membership and the value of having a network of professionals and friends
across the state. Florence Black spoke on Chapter Promotions.

The next meeting will be November 19, 6:30 pm at the Brass Lantern in Dunn, NC. NCSA President
Stephen Metelits will speak on NC Tax Credits.

The Christmas Social will be on Tuesday, December 4, 6:30 pm, at Lebanon Baptist Church Fellow-
ship Hall in Eastover.
Hickory

The October meeting was held on Monday, October 28 at McGuffey’sin Valey HillsMall. Nine
members were present. Ron Powell, Vice President of NCSA, spoke on the “ Paperless Office.”

Hickory Chapter welcomes two new members, Jim Puzycki and Sandy Whitener.

The November meeting will be held on November 26, at 6:30 pm.
Raleigh

There was a special meeting on Saturday, October 27, at the Wake County North Regional Library in
Raleigh. David Hooker gave an in-depth presentation on Quality Assurance Review. Fifteen NCSA mem-
bers attended.
Piedmont

The meeting was on October 25, at Clark’sBBQ in Kernersville. NCSA Vice President Ron Powell
spoke on the paperless office. Eleven members and 4 guests attended.

The November meeting will be at the IHOP in Winston-Salem on November 29th. NCSA Treasurer
J.R. Lawson will speak on Bank Presentations.
Western

The Western Chapter met at the Olive Garden on Tunnel Road in Asheville on October 30. Jeffrey
Porter, CPA, went over Corporate M-1, M-2 and M-3 adjustments with examples. Hisinformation was very
timely aswell as enlightening. The meeting was attended by 14 members and 3 guests.

The next meeting will be the Christmas Party; place, date and time to be announced.

NEWS IS A FLEETING THING. WE CAN ONLY REPORT WHAT WE ARE TOLD. PLEASE MAKE SURE YOUR
CHAPTER IS SHARING WITH THE ACCOUNTANT .Please e-mail information to Ifgacct@bellsouth.net or fax to 828-
438-8111.
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Late S-Corp Election Relief
Revenue Procedure 2007-62 allows small businesses that missed filing Form 2553, Election by a Small Busi-

ness Corporation, before filing their first Form 1120S, U.S. Income Tax Return for an S Corporation, to file
both forms simultaneously when reasonable cause for failing to timely file Form 2553 exists. The changeis
effective for taxable years that end on or after Dec. 31, 2007.

Internal Revenue Bulletin 2007-41, published on Oct. 9, 2007, includes this new guidance.

National Research Program Study Begins

The IRS is now sending letters advising 13,000 randomly selected taxpayers that their 2006
return has been selected for audit as part of the latest National Research Program study. Tax
research on individuals needs updating because as time passes, patterns of noncompliance
change. The data obtained will enable the IRS to audit fewer taxpayers with accurate tax re-
turns, which lessens the burden on compliant taxpayers. For more information, see newsre-
lease IR-2007-113.

Prevent “No-match” Letters

\W-2 forms with the correct names and Social Security numbers of employees will preclude a“No-match” letter
from the Social Security Administration.

Per pending legislation from the Department of Homeland Security, when a company receives a letter from the
Socia Security Administration indicating that employee names or Social Security numbers on tax forms don't
match federal records ("No-match” letters), the company's failure to act could effectively be a violation of im-
migration law.

The Socia Security Administration’s “Employee Social Security Number Verifica-
L tion Service” provides verification of the authenticity of employee Social Security
Rigr s numbers before filing W-2 forms.
S s || Registration with the Social Security Administration is required to use the Employee
| Socia Security Number Verification Service. Check the Social Security Administra-
e ——— 110N’ SWebSite at http://www.ssa.gov/employer/ssnv.htm for more information. This
service cannot be used to verify names and Social Security numbers for Forms 1099.

Jase Carale Doa

Revised Form 706 Available

The IRS has released a revised Form 706 for use by estates of decedents dying after December 31, 2006, and
before January 1, 2008. The revised form includes some law and indexing changes. It isavailable on the IRS
website at http://www.irs.gov/publ/irs-pdf/f706.pdf. Instructions can be found at http://www.irs.gov/publ/irs-

pdf/i 706.pdf .

Essential Elements of Internal Customer Service

By Nancy Friedman Telephone Doctor

During abusy fall season, it can be easy to forget some of our most important customers. Our coworkers. We
dedi cate this column to the inside customers, the folks we live and lunch with each day; the people who often
feel like 'family," whether giving or getting our unconditional support.

Here, are 6 steps to help you be sure you're paying attention to the 'lost customer,’ the internal one — the person
you work with every day. Keep these by your desk and learn them step-by-step. Y ou'll be glad you did. Click
here: Internal Customer Service (https.//www.nsacct.org/L ogin.aspx?ReturnURL =/members.asp?d=42). (You
must be a member of NSA to use this link. If you’re not a member, have you considered joining? Ed.)
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From a Capstone College Instructor
By Lanny F. Nelms, ABA, Accounting Program Director, Gwinnett Technical College

"Our college has been involved with the ABA Capstone course for approximately eight years. It has been re-
warding to watch the students that take the exam, pass it and then move into the work force. They will often
contact me after their first job and comment on the confidence that they felt during their interviewing processin
being able to note the ABA credential on their resume. Even if the employer is not familiar with the designa-
tion it becomes a'talking point' in the interview that allows the graduate to demonstrate their willingness to go
above and beyond in their accounting education.

“1 am currently serving as president of TACTY C (Teachers of Accounting at Two Y ear Colleges) an organiza-
tion that | have been a part of for approximately 12 years. | have observed the reaction from my colleagues at
our annual conference when ACAT has had the opportunity to make a presentation explaining the ABA certifi-
cation and the Capstone course that is available to the colleges.

“The reception by the instructors to this credential has always been positive which further backs up the in-
creased participation that ACAT has noted over the years with the colleges. | strongly recommend this creden-
tial to all of my accounting graduates.”

(Reprinted from ACAT’s October 2007 Action Letter)

IRS Workshops for Small and Mid-Sized 501(c)(3)s

The Exempt Organizations office of the IRS will be presenting a series of one-day workshops on basic tax com-
pliance issues for small and mid-sized exempt organizations in selected cities around the country in late 2007
and early 2008. The workshops will cover the procedures tax-exempt organizations must follow to maintain
their tax-exempt status and comply with their tax obligations. The workshops are designed for board members,
officers and staff of small and mid-sized tax-exempt organizations and the practitioners who work with them.

IRS revenue agents will lead the workshops, which include an overview of tax-exempt
: status and an in-depth discussion of activitiesthat can jeopardize 501(c)(3) status. Other
Chal'lt}' Fvent workshop topics include unrel ated business income and gaming, employment issues for
tax exempt organizations, record-keeping and required disclosures, and tips on compl eting
the Form 990 information return. Workshop leaders will also discuss how the Pension Protection Act of 2006
affects exempt organizations. The locations and dates of the workshops are:
Salt Lake City - November 13-15, 2007
Columbia, SC - December 4- 6, 2007
Sacramento, CA - December 18-20, 2007
Arlington, VA - April 1-3, 2008
Austin, TX - May 6-8, 2008
Columbus, OH - May 20-22, 2008

For details and registration information, go to http://www.irsworkshops.eventsdesigner.com/ or call Events by
Design, IRS registration services provider, at 800-521-3980.

(Editor’s note: | attended one of these workshops in 2005. If you want some quick training in tax-exempt or-
ganizations, | highly recommend it. The *““instructors™ are the IRS people that deal with tax-exempts on a daily
basis.)
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Somal Security Wage Base and Limits Announced
The Socia Security wage ceiling will increase to $102,000 from $97,500, effective January
1 2008. Nearly 12 million workers will pay higher taxes as aresult of thisincrease.
‘ ‘The “Nanny Tax” threshold increases to $1,600 from $1,500 for 2008.
“Early retirees’ (ages 62-66) can earn $13,560 and those who turn 66 in 2008 can earn up to

$36,120 before their birthday without losing benefits.

New IRS Form 8917 for 2007 Returns

The IRS has a new Form 8917, Tuition and Fees Deduction, for 2007 returns. It has been designed to ensure
taxpayers do not claim both and education credit and the tuition and fees deduction for the same student. Now,
as with Form 8863, Education Credits, the name and social security number of the qualifying student must be
entered. (Ed. Note — “Thanks, IRS, now we can keep our clients honest and charge for another form!”)

Will You Be Ready?

\With legidlation in the works for the registration of tax preparers, the IRS has studied tax preparer registration
programs in the states that have programs aready in place, Oregon and California. The current Senate bill will
require annual testing of all preparers who are not covered under Treasury Circular 230 (CPASs, EAs, and attor-
neys). The National Society of Accountantsislobbying to have ACAT credential holders also exempt from
regulation as they have already demonstrated knowledge in tax return preparation, but there are no guarantees
ACAT credentials will be accepted. Even though there are an estimated 200,000 to 900,000 unregistered tax
preparers in the United States, Congress could mandate registration to start as early as 20009.

Since California and Oregon already have registration programs in effect, will they be exempt from or grand-
fathered into the proposed federal program? Will other states enact |egislation before federal rules take effect?
\Will you be ready? If you're not already covered by Circular 230 or have an ACAT credential, NOW isthe
time to take action!

North Carolina Tax Law Changes

North Carolina has published a 90-page document listing all tax law changes enacted during the 2007 legisla-
tive session. The document covers personal taxes, corporate excise and insurance tax, sales and use tax, prop-
erty tax, motor fuels tax, and general administration. The document is available at
http://www.dornc.com/practitioner/law_changes 2007.pdf#title.

Revised IRS Forms

Form 706, United States Estate (and Generation-Skipping Transfer) Tax Return, with a September 2007 revi-
sion date should be used for estates of taxpayers who died in 2007. The revised form incorporates the reduction
of the top rate to 45% and the section when using a Section 2032A valuation for farming or other business
property. The September 2007 version of Form 706 is available at http://www.irs.gov/pub/irs-pdf/f706.pdf.

The Office of Professional Responsibility has redesigned two forms for applying to practice before the IRS.

e Form 23 (http://www.irs.gov/pub/irs-pdf/f23.pdf), Application for Enrollment to Practice Before the Inter-
nal Revenue Service

e Form 8554 (http://www.irs.gov/publ/irs-pdf/f8554.pdf), Application for Renewal of Enrollment to Practice
Before the Internal Revenue Service
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IMRS Issue 07-0000529 - Circular 230 - Definition of Attorney

Issue: Practitioner suggests that the definition of attorney in Circular 230 be revised to include persons who
are not attorneys but have passed atest to practice before the U.S. Tax Court.

Response: The rules governing thisissue are spelled out clearly in Treasury Department Circular 230. Circu-
lar 230 established the rules for those who practice before the IRS including a definition as to “who may prac-
tice.” According to Circular 230, passing the Tax Court examination does not provide one with the credential
or ability to practice before the IRS. There are limited circumstances where this person may qualify to engage
in limited practice, such asin the case of an unenrolled return preparer. He/She could represent a taxpayer be-
fore Exam on areturn he or she prepared. However, to have full practice authority, they would have to beli-
censed in a particular state by the State Bar or Board of Accountancy or pass the Special Enrollment Examina-
tion and be enrolled as an enrolled agent. There is no provision to allow the person to practice as an enrolled
agent due to their passing the Tax Court exam.

2007 IRS e-File Information
. Information for Authorized IRS e-file Providers for Tax Y ear 2007 Individual Income Tax
‘ﬂ""'mﬂ Returnsis now available on the IRS web site. Y ou can accessit at
http://www.irs.gov/efile/article/0,,id=173235,00.html.

How to Fulfill Your Role as a Strategic Advisor
by Brian Hamilton

\When | was in college, our first accounting book was Accounting: the Basisfor Business Decisions, written
by Walter B. Meigs. | understand that many universities are still using this textbook for first year accounting
students.

By using the subtitle The Basis for Business Decisions, Meigs implies that something comes after accounting
and bookkeeping. Someone actually has to do something after the numbers are put together--make decisions.

There are two primary reasons we, as finance professionals, perform accounting and prepare financial state-
ments:

1. We have to. Businesses are required to submit accurate financial information as part of preparing taxes.
2. To help us and our managers/clients make better business decisions.

In my view, even given some of the recent notable shortfalls of somein the accounting industry, most account-
ants and finance people perform well in the first area. On the whole, | believe that there is a sincere effort by
most finance professional s to present accurate data.

The problem comes in the second task, regarding business decisions. | believe that most of usfail significantly
inthis area. We are effective at preparing statements, but we assume that our clients, bosses, employees, stock-
holders, can actually make sense of them.

Large assumption- big mistake. | confess that | wonder whether even we can make heads or tails of the infor-
mation we are providing. | say thisnot as a critic, but rather as a member of an industry of well meaning people
who are so focused on gathering information that we lose sight that the goal is to actually do something with it.

The bottom lineis that our role as finance professional is not just to prepare accurate numbers but to put them
in aform from which people can make better decisions. Here are the problems | see in how we currently per-
form our work.

(continues on page 7)
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How to Fulfill Your Role as a Strategic Advisor
by Brian Hamilton (continued from page 6)

1.

Our role as a finance professional inside the company (as CFO, controller) or outside the company (as CPA or
Accountant) isto help our management team or clients gather accurate data and help them make more informed
decisions. How can we achieve this? Here are some practical ways:

1.

Remember Walter Meigs! Your first job isto gather data and then present it accurately. However, your second,
and more important, job isto present it clearly and succinctly and help your management team/client make bet-
ter decisions.

Brian Hamilton is the Developer of ProfitCents. Based in Research Triangle Park, North Carolina, ProfitCents produces narrative
text on what financial statement numbers and metrics mean in plain language. Hamilton can be reached at
brian.hamilton@profitcents.com.

We have an inherent bias that more data is better data. Maybe this has something to do with how we
were taught in school. Remember when we were graded in school on book reports by how many pages
we wrote? Thereis still an inherent paradigm that more information is better information, but that is
flatly wrong. As CFOs or Controllers, we think if we can provide the CEO or the Board with adata
report that's three inches thick, this somehow makes the data more valuable.

We think people can understand the financial data we give them. Thisisatough oneto explain but it is
quite important. How many the recipients of our reports can glance at a bunch of numbers and really
know what they mean, and know how to make a better decision from them? Y ou should carefully con
sider this. | am convinced, after consulting with over 500 companies and being a CFO of a company, that
not very many people at all can quickly surmise financia results. Numbers are not an end-point, they are
abeginning. If your clients and managers cannot understand the data you are giving them, why are you
even bothering to provide it?

Down deep, some of us believe we will find refuge in a mass of data. In some way, maybe we think we
are creating job security by creating piles of data; that we can confuse people to a point where we will
have some measure of job security. | do not think thisis major motive for many of us at all, but it may lie
in the consciousness of some of us.

As finance professionals, we tend to think from the bottom up, not from top down. We are inductive
thinkers not deductive thinkers. | confess that this observation is based upon my own qualitative judgment,
but | think thereistruth to it. How does this manifest itself? We tend to focus on the "little picture” not on
the "big picture". We focus on how to calculate unbilled receivables, not on what unbilled receivables
means and what affect the account has on cash and revenue over time. Basically, many of us are working
90% of the time on the functions of gathering data and presenting it, not on interpreting it and using it.

Never provide financial data to a manager without a written explanation of the contents. Never just provide data
and hope people will understand that it means something. Y ou need to spoon feed the crux of what you have gathered
in anarrative or pictorial way. The best way to achieve thisis by including one-page executive summaries with al
financial datayou present. One pageis agood goal for length of content. Nothing in finance is so complicated that it
cannot be presented well in summary form.

When presenting to management, always focus your conversation on how the numbers affect the bottom line
(profit) and/or cash flow. Avoid what we used to call at the bank "elevator analysis'- incessantly talking about how
this or that number moved up or down since last period. Relate everything to the only things that really count in a
business- increasing profit and cash in the company.

Know your company's strategic objectives. Know its mission. Know its value statement. This sounds so obvious, but
it often surprises me how many finance professionals think strategic objectives are divorced from financial objectives.
Management of acompany isacircle, where all functiona points touch each other in some way. When discussing the
company's financial condition, relate your conversation to these objectives. Numbers are not just numbers- they tell a
story of how the company is moving towards or away from its strategic objectives. If we change from a major sup-
plier to cut cost of goods and increase gross margins, talk about how this may affect the quality of delivery to clients.
Basicaly, if you want to be viewed as areal partner on the executive team (or asarea trusted business advisor by a
client), act like an executive or owner. Y ou may even want to help develop the objectives of the company but you can
only do thisif you see your role and function as intertwined with overall objectives.




NCSA Schedule of Events

2007
November 13-14—PT1, Embassy Suites, Greensboro

November 15-16-PT1, Ocean Reef Resort, Myrtle Beach, SC

November 26-27-NCSU I nter mediate—
Asheville Renaissance Hotel, 8:30 am

November 26-27-NCSU I ntermediate & Advanced—
Holiday Inn, Fayetteville, 8:30 am

November 28-29-NCSU | nter mediate—
The Hawthorne Inn, Winston-Salem, 8:30 am

November 28-29-NCSU | ntermediate & Advanced—
The Blake Hotel, Charlotte, 8:30 am

December 3-4-NCSU | nter mediate—
City Hotel, Greenville, 8:30 am

December 3-4-NCSU |ntermediate & Advanced—
McKimmon Center, Raleigh, 8:30 am

December 5-6-NCSU | nter mediate—
Hilton, Wilmington, 8:30 am

December 5-6-NCSU |nter mediate & Advanced—
Greensboro Coliseum, 8:30 am

December 12-13-PT1, Holiday Inn Airport, Charlotte
2008
January 11-NCSU Introductory Wor kshop—
McKimmon Center, Raleigh, 8:30 am

May 10—Board of Directors—
Zoo—Asheboro, 10:00 am.

June 19-Board of Directors—
Marriott Durham at the Civic Center, Durham—4 p.m.

June 20-21-Summer PAS-
Marriott Durham at the Civic Center, Durham—S8 a.m.

June 22-Annual Convention—
Marriott Durham at the Civic Center, Durham—9:15 am.

June 23-Board of Directors Meeting—
Marriott, Durham—9:00 am.

2007-2008 OFFICERS

PRESIDENT —STEPHEN METELITS
77 Fearrington Post
Pittsboro, NC 27312
919-933-0724
metelits@usa.net

PRESIDENT-ELECT —DENISE J. HAMMOND
P.O. Box 938
Morganton, NC 28680-0938
828-437-7058
djhaccountant@bellsouth.net

VICE-PRESIDENT — RONALD D. POWELL
350 South Cox Street, Suite A
Asheboro, NC 27203-5715
336-625-1427
powell.accounting@nctwins.net

SECRETARY — WILLIAM S. (BILL) FISCHER
711 Dandridge Drive
Fayetteville, NC 28303-2000
910-864-4114
taxpros@nc.rr.com

TREASURER —J. R. LAWSON, JR.
2200 Silas Creek Parkway 7B
Winston Salem, NC 27103
336-794-2525
jribmcc@alltel.net

IMMEDIATE PAST PRESIDENT —
WAYNE O. PARKER
2798 Friedland Church Road
Winston Salem, NC 27107
336-784-4160
taxmanwsnc@gmail.com

ASSOCIATION OFFICE
Candace Candler, Executive Director
866-755-NCSA(6272) toll-free
828-695-2520 (v) 828-695-2522 (f)
candacecansler@bellsouth.net

THE ACCOUNTANT EDITOR —-BILL FISCHER

taxpros@nc.rr.com

The Accountant is distributed with the understanding the publisher is
not engaged in rendering tax, legal, accounting, or any other profes-
sional advice and assumes no liability or responsibility whatsoever in
connection with its use. You are urged to do research before acting
upon any information appearing In this publication. Opinions expressed
in The Accountant are those of the editor and contributors. The Ac-
countant i1s published monthly by the North Carolina Society of Account-
ants, Post Office Box 1126, Conover, NC 28613.







